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All values in million U.S.$ Exchange Rates: 1976 to Aug.'71 US $ = 





unless otherwise stated £0.4167; 1971 US $ = £0.3922; 1972 
4 US $ = £0. 3831. 
A B C Yr to Yr 
1970 1971 1972 Change % 
INCOME , PRODUCTION , EMPLOYMENT (Prelim, ) 
GNP at Current Prices 4025 4825 NA 
GNP at Constant 1968 Prices 3413 3733 NA 
Per Capita GNP, Current Prices 1367 1624 NA 
Gross Savings Available for 
Investment 938 1132 NA 
Gross Fixed Capital Formation 
(% of GNP) 21.4 22 NA 
Volume of Ind, Prod, (1953=100 241 251 NA 
Net Agric. Prod - ” 117 124.4 NA 
Output per hour (1963=100 136 142 NA 
Earnings per hour age 195 227 NA 
Unit Wage Costs ee 144 159 NA 
Labor Force (thousands) 1134 1139 NA 
Avg.Unemployment Rate % San vue 8.9(Feb) +17.1 
MONEY AND PRICES 
Money Supply NA 1206 1271(Feb) 
National Debt Outstanding 2654(end March '71) 
Domestic Credit (end of yr.) NA 2734 2806 (Feb) 
Central Bank rediscount rate(e/yr) 7.31 4.81 4.81(Mar) 
Assoc.Banks O/Draft (end yr)rate 9.50 7.75- 7 aes 
9.25 9.25 
Consumer Prices (1968=100) 114.4 124.6 131.5(Feb) +9.3 
Wholesale Prices (1953=100) 164.7 173.6 NA 
Agricultural Prices" " 140.3 150.3 NA 
BALANCE OF PAYMENTS 
Official External Reserves(end yr) 697 972 1063 (Mar) +22.0 
Balance of Payments(current a/c(-) 157 173 NA 
Balance of Trade (-) 510 556 94(jan/Feb) 6.2 
Exports FOB 1093 1369 229 +8.0 
US Share % 10,1 10.9 NA 
Imports CIF 1603 1925 323 +3.4 
US Share % 7.0 8.6 NA 


Main Imports from US(1971): tobacco (unmanuf) 6.5m lbs-$7.7m; machinery 


(non-electric) $16.4m; electrical machinery $9.4m; oilseed cake, meal, 
soya bean 189.1m lbs-$9.8m; feed grains & cereals 200.9m 1bs-$6. 2m; 
textile yarn, fabrics & articles $5.2m; aircraft and parts $51, 2m. 

Main Exports to US(1971): beef(frozen) 66m lbs-$38.3m; thermionic valves, 
transistors etc. 9.2m; antibiotics $3.6m; tobacco(manuf) 3.4m 1lbs~-$5.1m; 
clothing, headgear, footwear $6.9m; chocolate crumb 12.9m 1bs~$2.8m; 
glassware $5.5m. 


Sources: Review of 1971 and outlook for 1972; Central Bank Quarterly 
Bulletin Spring 1972. 


Summary 


Ireland voted overwhelmingly to join the European Communities 
in a popular referendum May 10. The decision has major 
significance for American business in this country. Ireland 
will phase into the EC's Common External Tariff (CXT) while 
phasing out its tariffs with other EC members. This will 

mean new but low tariffs on some raw materials and tariffs 

on semi-finished materials and capital goods. Tariffs will 

be lower than at present on most finished consumer goods and 
products for the building industry. American firms producing 
in Ireland will benefit substantially from the vast enlargement 
of their duty free market, although the CXT will be assessed 
on materials and capital goods brought in from outside. Draw- 
back duties and Value Added Taxes will be granted when the 
finished products are exported outside the EC. The EC's 
agreement to assist economic development and to permit 
retention of Irish industrial investment incentive grants and 
tax exemption for profits derived from exports will enhance 
Ireland's attractiveness to American investment, 


EC membership is expected to give a much needed stimulus to the 
Irish economy, which suffers from stagnation and 9 percent in- 
flation and unemployment. Real GNP, which rose by 3 percent 
last year, will again this year be below the 4.2 percent average 
of the 60's, While the Northern Ireland situation has not led 
to violence or dangerous political instability in the Republic, 
its repercussions on the economy, notably on tourism from Great 
Britain and Northern Ireland, have been marked. To provide 
stimulation the Irish Government has introduced the first deficit 
budget in the State's history. Government sponsored investment 
is being expanded, and new regional and job creation plans have 
been announced, As these expansionary measures could fuel in- 
flation rather than growth, wage/price restraint is essential. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Many Factors Influence Growth Rate 


With the landslide affirmative vote on the May 10 referendum 
accepting Irish membership in the European Communities, the 
Irish economy is poised for the five-year transition to full 
entry which begins January 1, 1973, Most observers believe 

EC membership will provide a marked stimulus to Irish economic 
growth, but in the meantime, in 1972, the economy is subject 
to a number of countervailing influences. On the one hand, 
recovery from the recession of 1969-70 raised the real GNP 
growth rate from 1% percent in 1970 to nearly 3 percent in 
1971, although problems of inflation, stagnation,and unemploy- 
ment remain, Predictions early this year that real GNP would 
rise by up to 4 percent in 1972 were revised, however, in the 
wake of the shootings in Derry and the subsequent burning of 
the British Embassy in Dublin and IRA bombing of the British 
paratroop headquarters at Aldershot, England. The adverse 
impact of these events on British tourism, investment, and 
trade in Ireland was expected at the time to cut 1972 GNP 
growth to a mere 1% percent. 


However, tension has eased somewhat recently, especially 
following the Heath initiatives of late March. While tourism 
from Great Britain and Northern Ireland will still be seriously 
down from previous years, exports to the UK have not been 
interrupted. According to the Industrial Development Authority, 
British investment in [Ireland had already declined markedly 
before Derry, but has been more than supplemented by investment 
from the Continent, the United States, and Japan, spurred on 

by the prospect of Irish entry into the EC, 


The Irish Government has also taken a hand in attempting to 
influence growth this year by introducing the first deficit 
budget in the history of the Republic, Finance Minister 
George Colley estimated that its stimulus would raise GNP 


growth by about 1% percent between mid-1972 and mid-1973 over 
the GOI estimate of between 2 and 2% percent for 1972. 


Underlying Problems Continue 


In the meantime, the Irish economy has continued to suffer from 
inflation, stagnation, and unemployment. Although the Irish 
Government says inflationary pressures have moderated slightly, 
consumer prices rose by 9.25 percent between February 1971 and 





b 
February 1972. Agricultural prices increased by a 10 percent rate 
in 1971, in anticipation of EC membership. The main stimulus to 
inflation has been the rapid increase in both industrial and 
agricultural incomes, which went up an average of 12 to 13 percent 
last year. Ireland's competitiveness continues to weaken, as 
unit wage costs continue to rise faster than in most other OECD 
countries. 


Inflation has been accompanied by stagnation in real investment and 
consumer demand. A statistical rise in real investment of about 6 
percent in 1971 reflects the recovery of the construction industry 
from the effects of the 1970 cement strike and exceptional imports 
of ships and aircraft. Imports of producers’ capital goods remain 
sluggish and are not expected to rise significantly in 1972. Real 
consumer demand was also extremely slack over 1971 as a whole, and 
there has been no indication thus far of a stronger upward trend. 


This continuing stagnation, coupled with reduced emigration and 
redundancies in declining industries such as textiles, clothing, 
footwear, which are increasingly subject to free competition from 
the UK, has led to increasingly severe unemployment. The rate is 
now about 9 percent. While entry into the EC is expected eventually 
to produce more jobs, the short-term outlook is not encouraging. 


Little Change in Balance of Payments 


Irish merchandise exports grew at a 15 percent rate in 1971, while 
imports were up by 11.5 percent. Starting from different bases, 
however, the trade deficit, about $556 million, was slightly higher 
than in 1970. This reflected $60 million of exceptional imports of 
ships and aircraft and the dollar devaluation, 


The 1971 current account deficit, which includes invisible earners 
such as tourism and travel, was about $173 million as compared to 
$157 million in 1970, The current account is expected to be about 
the same in 1972, with losses and gains resulting from the political 
situation and government stimuli expected to offset each other. 


The current account deficit was offset by capital inflows of close 
to $400 million, which has produced a record rise in reserves. 
Identified flows included about $75 million of borrowing by 
Government and state-sponsored bodies and a similar amount generated 
by the aftermath of the 1970 bank strike. A substantial part of 

the remainder arose out of direct investment in new industry and 
mergers and takeovers. The trend of capital inflows haé continued 


in 1972; the Government's plans to expand capital expenditures 
this year will generage additional flows of external capital. 








Government Pushes Expansion 


The Irish Government has taken important steps to try to 
stimulate the stagnating economy and prepare Ireland for 
entry into the European Communities. The 1972/73 budget 
introduced in the Dail April 19 calls for increases in 
social welfare benefits and other payments, coupled with 
reductions in tax levies, which it is estimated will result 
in a $90 million deficit, to be financed mainly by borrowing. 
The Government hopes the increased spending power generated 
by the budget will fuel growth rather than inflation and has 
urged restraint in price and wage increases. 


The public capital program, which accounts for half of gross 
domestic capital formation in Ireland, was increased by $90 
million over the amount spent last year. The funds will go 
mainly into housing, educational buildings, industrial grants 
and credits, electricity development, and telephone development. 
The GOI hopes that this increased investment will help to 
stimulate economic activity and job creation, 


Mainly in connection with EC entry, the Irish Government on 

May 10 announced a new regional policy and five-year job 
creation plan. The regional strategy, intended to apply 

for the next 20 years, would confine the economic development 

of Dublin and environs to accomodating the natural population 
increase and place the emphasis on expansion in and around 

other provincial centers and strategic towns. The job creation 
plan, announced by the Industrial Development Authority (IDA) 
aims for a gross creation of 55,000 jobs in the manufacturing 
industry, which would be reduced to a net 38,000 jobs by 
unavoidable redundancies. The projected jobs are tobe spread 
throughout the country, with about half at nine main develop- 
ment centers and the remainder elsewhere. The cost, covering 
grant payments, site acquisitions, development and other 
charges, will average about $75 million per annum, which matches 
the current IDA annual budget. However, because Ireland's 
attractiveness to industrial development is expected to increase 
substantially from EC membership, the IDA contendsthat job 
creation will double. 


Wage/Price Stability Key to Future 


In announcing the 1972/73 budget, Finance Minister Colley paid 
tribute to the efforts made by most trade unions and employers 
to ensure the success of the National Pay Agreement, The agree- 


ment, negotiated in late 1970 under Government pressure, has 





helped to avert the debilitating labor unrest of the 
immediately preceding years, but it has not helped much 
in moderating inflation. Both management and the 
established unions are committed to renewing the agree- 
mént when it expires this spring and summer, Mr. Colley, 
the Central Bank, and other responsible observers of the 
Irish economy have strongly urged that the new agreement 
must be less inflationary than its predecessor if efforts 
to stimulate the economy, promote economic growth and 
maintain competitiveness are to succeed, 


The National Prices Commission, established in October 1971, 
has curbed price increases somewhat in key areas, It has 
tried to ensure that increased costs are offset by improved 
productivity and efficiency. The Government bill extending 
price control to professional fees, insurance charges, new 
housing, and credit purchase agreements is still awaiting 
passage in the Dail. 


IMPLICATIONS FOR THE UNITED STATES 


Effects of Irish EC Entry 


Ireland's decision to enter the European Communities has 
major significance for American business in this country, 


On the trade side, Ireland will phase into the EC's Common 
External Tariff (CXT) over a five-year period, while 
phasing out its tariffs with other EC members. Generally, 
capital goods and raw and semi-finished materials not 
produced locally now enter Ireland with little or no duty. 
Under the CXT many raw materials such as coal, crude oil, 
naphtha, rubber, and ores will carry zero tariff; refined 
tndustrial chemicals will carry between 3 and 18 percent 
duty with a concentration around 6 and 11 percent; semi- 
manufactured goods between 5 and 10 percent; capital goods 
around 5,5 percent; and electrical machinery about 7.5 
percent. [Ireland assesses high tariffs on finished consumer 
goods and products for the building industry at present; 
when Ireland adopts the CXT, they will be much lower 

in most cases. However, while US products will have to pay 
these duties, products produced in the EC will enter Ireland 
duty free. 


American firms producing in Ireland will have to pay the 
Common External Tariff on materials and capital goods im- 
ported into Ireland from outside the Community. However, 





they will be entitled to drawback duties paid on materials 
that go into goods exported from Ireland outside the 
Community. Drawbacks will also be granted on Value Added 
Taxes payable on goods produced here and exported outside 
the Community. Under the CKT, duties will not be refunded 
on machinery, whether the finished products are sold inside 
or outside the EC. Nevertheless, American firms producing 
in Ireland will benefit substantially from the eventual 
elimination of tariffs on goods exported from Ireland to 
other members of the Ten. 


Under the agreement negotiated with EC, Ireland has been 
permitted to retain its incentive grants to new industry 
covering up to 50 percent of fixed assets, as well as tax 
exemption for profits derived from exports, Obligations 
undertaken by the Government to firms under these schemes 

will remain valid even if a particular scheme is terminated 
eventually, and the EC also agreed that, if some incentives 
which did not accord with EC policy were eliminated, they 
would be replaced by other equally effective incentives. 

The EC agreed to assist Ireland in promoting economic develop- 
ment. Ireland's incentives, its intention to devote important 
resources to expansion, job creation and industrial dispersal, 
and the vastly enlarged market it will have access to within 
the Community make it a most attractive location for American 
investment, so long as inflation can be restrained and the 
political situation in Northern Ireland does not affect the 
stability of the Republic. 
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